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Bureau of Mines, “Safety.in the Pet- 


1, A, Judson Findley, President’s Av Industry.” \(Paper read by 


‘Address, 


2. 3, RR. Reeve, 
inéer,, U.S.G.8,, “Oil Development 
and Water Problems in Montana,” 


3. 


Great Falls Gas Co., 
Natural Gas’’, 


“Montana’s 


Friday Afternoon 
1. Frank Scotten, General Mana- 
ger, Montana Power Co., “Electrifi- 
cation of Kevin-Sunburst field,” 


H, C. Fowler, Safety Engineer, 


“e 


Committee on Resolutions: M, O. 
Danford, O, I. DeSchon, C,H, Brown, 
J. H. Stevenson, Guy Craig, 


Committee on Nominations: A, E. 
O’Brien, M, C, Henderson, James A, 
Johnson, Harry Adams, L, L, Bech- 
tel, C. W. Hart, Kenneth Christie, 


Committee on Organization: KE. B, 
Coolidge, C. W. Buntin, S, C, Ferdig, 
William Rice, John O’Neil, La Rue 
Smith. 
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On recommendation of the com- 
mittee on Organization the Associa- 
tion amended the by-laws to read: 
“That the annual meeting of the as: 
Sociation shall be held at such time 
and place as shall be designated by 
the Board of Directors.” The num- 
ber of directors was changed from 
nine to 12, to include at leg@pt three 


each from the producers, refiners: 


and, marketers, 
& quorum, 


Seven constitutes 


The committee on Nominations 
recommended the election of the fol- 
lowing directors: 


Producers: E, B, Coolidge, Home- 
stake Oil Co,; Donald Campbell, Mid- 
Northern Oil Co,; A. Judson Findley, 
Western Petroleum Exploration Co. 


Refiners: L. B, O'Neil, Internation- 
al Refining Co.; A, H, 0’ Brien, Lew- 


Associate Ene) ‘st at 


A. H, Sikes, General Manager } 


. A, Hanson, U.S.4.8.) 


Woslovabis Bi BE, Erickson, 
Governor of Monténa, ‘‘Montana”’ 


ae tandey, Morning 
1... Wm, B, Findlly,, CC, P.cA> “oil 
Producers’ Accounts and Taxation, fs 
AS Earl Clack, Pres. H. Harl 


Clack | company, The Montana Oil 
Marketer.” 


2. 


3, Dorsey Hager, petroleum geol- 
ogist, “The Search for New Oil Fields 
in North Western United States.” 


! 


OFFICERS 
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KH, B. Coolidge. 


Mr, Coolidge was elected pres- 
ident of the Montana Chapter of 
the Rocky Mountain Oil & Gas 
Association: He was the chair- 
man of the organization meet- 


ing of the chapter and has been 
prominent in association activi- 
ties during the past year, He 
organized and is now president 
ef the Homestake Oil company. 


Marketers: C, H. Brown, Arro Oil 
& Refining Co,; C. W, Landsrud, 


istown Oil & Refining Co,: 'M,. C.| Continental Oil Co.; H, Earl Clack, 


Henderson, Sunburst Refining Co. 


H, Harl Claek Co.;: Henry Sample, 


Ms 


and General Counsel a 
Railway, “The Rail 
bution to the Petro, 
Cc. A, Rasmusson; 


2. 
ternal Revenue, “The New Income — 
Pax,tt) bath y 


3. Honorable B, B, Brooks, Form: 
er Governor of Wyoming, “How Oil 
Development Effected our Neighbor sete, 
in Wyoming,” ae aioe 


4. Frank R. Venable, Secretary 99. 
Butte Chamber of Commerce, “The =. 
Pacific Northwest Commercial In- ; 
dustrial Exposition.” 


Hughes Oil Co.; R, J. Coughlin, » 


Westland Oil Co, 


Publicity: O. I, DeSchon, Montana 
Oil Journal, 


The Committee on Resolutions ree- - 
ommended resolutions: 


“That this association recommend hae ah 
and advocate that the statutes of the 
state be so amended as to provide ~~ 
that all such tax moneys levied and 
collected in the future be expended = =§- ”_— 
on the highways of the state, Ap- 
preciating that the State of Montana 
is now receiving, and probably in the ~~ 
future will continue to receive large’ © 
sums of money as Royalty from pro- + 
duction secured from state lands 
that any emergency that heretofor a 
may have existed in special funds 
no longer exists and no burden or ‘ 
hardship upon the taxpayers shall be. Ho aa at 
incurred by the diverting of any  — 
special or sales tax upon gasoline Lat UR 
to the highways of the, state?’ ' ! 


: 


—AlIso that “this association com- © 
mand and approve of the action of ' 
all executives, both national and lo- — 
eal, in their efforts to reduce ex- — 


‘penditures to the relief of the tax bag 


payers and incidental with good Soy, Bt 
crAMeRs. % ih 


—And Also thanked the local com: 
mittee and people of Great Falls for 
the generous hospitality and enter+_ 
tainment, 


we 


i i 

| 

ee 

I 
Me et a 


- A, Judson Findley, retiring president of the Montana Chapter 
~ of the Rocky Mountain Oil & Gas association, pointed out to oil men 
‘of Montana the necessity of co-operation in the oil industry for mutual 
protection and for profitable operation of-the various branches. Mr. 
Findley has been one of the leading figures in the Association since 
its inception and his annual address showed the result of careful 
analysis and study of the problems at hand in Montana, of interest to 
every person engaged in the oil business. rs ie 
|. He said, in part: BO 


+ Reh Tents SRS Tage She Cerne touch the “liquid gold,” only to re- 

-») ‘I have chosen as my subject. ae turn at evening with hanging head 
tye a ee ee eron in the Ol and,.lips closed in silence because 
_ ization an oO 


> half of your fortune was ventured in 
“and Gas Industry.” You Lead the futile effort, How many of you 
men, who support this or any oth- 


F have seen your friends accumulate a 
er organization with your time, 18-/ nice little sum sufficient for old age 
bor, money or your companies Soyer and then lose it in what they 
ey should ask the question “Does st thought a sure thing, But once you 
- pay,” not necessarily directly or no have had the “golden touch” the 
- necessarily in dollars and cents, but/},77ara continues. You begin at 
does it pay directly or indirectly 1} once to deplete and remove your 
the short or long pull in promot-) property and you cannot forecast 
Sng the industry? . , {the day or the year when .your 
' Phere is an economic benefit to/ work is completed, Today your 
“the oil and gas industry from or-| market is good, tomorrow it is shot 
ganization and cooperation within/ to pieces but the lifting costs remain 
the same. : ‘ the same. 
‘ 1 Through the assembling, an- 


ih pe > A Coceperative Industry. 
alysis and diffusion of trade infor-| Organization and cooperation are 
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mation, 3 i the means of diffusing the facts of 
aaa 2. By thé betterment of public ré-| ihe industry, 
i ai tertton & i The greatest factor of success in 


3, By providing facilities for] tne industry has been and will be 


working out a forward looking pro-|/the interchange of information 
ROMO ce 8 62 ai Nika j gained from the daily operations 
-. 4. By providing a plan for grouPp|and experience of the’ industry, It 


action against the enactment of un- 
fair and unjust legislation, 
; ' Hazards Of Industry. 
 . Whe hazard attending the oil and 
A gas industry makes more imperative 
organization and cooperation with- 
in the same, ap 2G 
The distance between stars and 
suns can be determined with mathe- 
matical accuracy; the ocean’s |depth 
~~ can be sounded, the cost of an ocean 
> steamer cireumnavigating the globe 
can be estimated; the thousands of 
~~ tons of coal in the hills can be fig- 
ured; the crops on a million acres 
ean be forecasted, but who is there 
that can determine, sound, approxl- 
mate, figure or forecast the results 
-of a finiancial undertaking in drill- 
ing a wildcat well at a cost of from 
twenty five thousand to two hun- 
~ dred thousand dollars, Some one 
. has figured that 24 percent of all 
wells completed are dry, 85 percent 
of wildcat wells are dry, Even in 
>» proven fields, who of you can fore- 
> east the results of your venture, 


is this necessity, that has practic- 
ally barred trade seerets from the 
industry. Do you men know any. 
trade secrets in the developing and 
operating end of the industry? | 
How many of you men operating 
in the* Kevin-Sunburst field have 
gone to brother Lee Yealey, a Nes- 
tor of the game, for counsel on your 
problems? Did he not give you his 
experience, his theories, tried and 
untried, his plans, his best. results 
and best methods as freley as you 
asked for the same?) Notwithstand- 
ing his thirty-seven or more years 
of .experience in development and 
production work for the’ Ohio Oil 
Company, but a few days ago he 
Said to me ‘‘I like to talk with the 
youngest operator because I learn 
something from him,” A few years 
ago, it was not uncommon té see 
barbed wire entanglements around 
a drilling well, but experience soon 
taught that this method shutout 
more information than it shut in, 
In Oklohoma at this time no one 
company undertakes to scout the en- 
tire state or even an entire district, 
The scouts of different companies di- 
vide and interchange territories from 
week to week, Ona certain day 
or evening all the scouts get togeth- 
er and exchange information and 
that information becomes the prop- 
erty of all the companies having 
scouts. Cooperation is the practice. 
Efficiency and economy is not the. 
the problem of one individual, itp is: 
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A. JUDSON FINDLEY 

Retirimg president of the Mon-, 
tana chapter, who was elected: 
vice president, heading the Pro- 
ducers Group of the association’ 
Mr. Findley is viee president and 
manager of the Western Petrol- 
eum Exploration company in 


Montana, 
a Ea Uh SB 


the problem of all, 

The greatest needs of the hour 
in the industry are the faets of the 
industry properly assembled, ana- 
lyzed, coordinated, disseminated, and 
interchanged, } . 

The theories proven false or truer 
information .worked out by the ge-. 
ologist, petroleum, chemieal, or meé- 
chanical engineer; experiences of 
the superintendent, foreman, driller 
and pumper; facts disclosed by prop- 
er aceounting methods; problems. 
solved and to be. solved by the 
transporter, refiner and’ marketer; 
all these agencies and not any one 
individual or company, possess the: 
“master key’’ to the success of the 
industry. But» their information — 
and experience are but partially ser-.. 


viceable unless it is ‘assembled, 
classified, analyzed and. Antern. )o3" 
changed, It is this work that is . 


the function of the many oil and” 

fas organizations, trade journals, in- 

stitutes, chambers of trade and gov- — 

ernment agencies, Upteet 
Improved Methods, aah 
In 1909 there was extracted from 

the average barrel of oi1,10,7 percent 

gasoline, in 1923; 30 percent; in 1909, 

33 percent was kerosene; in 1923, 9.6: 

percent. In 1909 there were but 

311,000 motor oars and: trucks, in 

1924, 17,591, 991, In 1924 there were ies 

produced ip the United States 8,-5.9 ~ 


GRAVE PROBLEMS CONFRONT MONTANA C 


meet the requirements of the ‘in- 
creased motor industry, These de- 
velopments are not the result of ac- 
cident nor the work of any one in- 
dividual or company, but have come 
about by assembling, analysis and 
use of all the information gleaned 
from the industry. Dr. Rittman o 
the Bureau of Mines proclaimed that 
oil is made up of molecules, the 
smaller ones being gasoline and thr 
larger ones, according to their size, 
keroséne, fuel oil, tar, ete,, that af- 
ter the gasoline molecules are re- 
moved, the next large one” can, by 
heat and prssure, be broken up into 
other gasoline molecules and the 
still larger ones cracked into kero- 
sene, fuel oil, etc, This was a new 
idea and its diffusion has led to 
the many processes of cracking oil. 
that have multiplied the percentage 
of recovery of gasoline and other 
products in a barrel of oil to meet 
the growing demands of commerce, 
Dr, A. C White of West Virginia 
proclaimed the anticlinal theory o 
oil accumulation. The diffusion of 
this fact has greatly reduced the 
hazzard of wildcatting, Someone 
stated that in the United States there 
are about two billion acres of land, 
and that oil and gas has been pro- 
duced on about two million acres. 
On the acreage basis the chances for 
success in wildeatting would be at 
the ratio of about one to one thous- 
and, 

An enumeration of some of the 
other fields of activity for an. or- 
ganization aids in showing its eco- 
nomic utility to the industry, 


Any problem that can be handled 
Setter by the group than the. indi- 
vidual is a problem for the organi- 
zation, 

The problems that can better be 
handled by the group than the in- 
diyidual multiply in many many di- 
rections, such as, correction of mat- 
ters of trade practices and predatory 
competition, correction of unfair 
conditions, promotion of justice and 
fairness in business transactions, 
the building up of public relations, 
(one of the imperative needs of the 
hour), securing relief in matters of 
taxation, acting as a sentinel in mat- 
ters of legislation, securing remedial 
legislation, (one of the particular 
needs in this state); and many oth- 
er matters wherein the Association 
can represent the interest of the 
members with greater effect than is 
possible through individual effort, 
Many of the associations have many 
departments, highly paid technolo- 
gists in different engineering work; 
statisticians, paid lawyers or other 
men working on problems for the 
common good of their membership. 

Montanz Problems 


Your Chapter in its brief existence 
has had before it various problems 
such as unfair trade practices, mat- 
ters of taxations wreckless aband- 
onment of wells, issues to be liti- 
gated in the interest of the frater- 
nity, matters of public relations and 


PE RIECES for remedial legislative ac- 
ion. ; 


The Board of Equalization of your 
State are having to apply metallifer- 
ous mining tax laws to the oil and 
sas industry, The Chapter has re- 
presented you on different occa- 
Sions. before the Board of Equali- 
zation to secure for you equitable 
rulings ana proper regulations un- 
der these laws. I mention an in- 
stance where the Board required you 
to report your net proceeds tax on 
the basis that each oil well consti- 
‘tutes a mine. Had not this require- 
ment been changed, the operator 
would have to handle each well as a 


unit instead of groups of wells on 
the lease, and done so at great ex- 
pense, The final requirement of the 
Board was that each leasehold or 
part of leasehold under one man- 


Cc. H. “CHERRY” BROWN 
Mr, Brown was elected to the 
important office of vice presi- 
dent, in charge of the Marketers’ 


Group. Mr, Brown was the mov- 
ing spirit in the Independent as- 
sociation, Which the Montana 
Chapter superseded. “Cherry”. is 
NOT a cowboy but he looks so 
much like Bill Hart that his 
friends had him pose for this 
picture to prove the resemblence, 
He is vice-president of the Arro 
Oil & Refining company, 


agement and operation might be 
treated as a mine for net proceeds 
tax purposes, 

The Board of Equalization has rul- 
ed that the payment of royalties on 
a leasehold cannot be treated as an 
item of cost in reporting the net 
proceeds of the lease for purpose of 
taxation, The Chapter is now work- 
ing on this problem, 

Many complaints were made by 
operators of improper plugging of 
wells being abandoned and of failure 
to protect producing or bearing 
sands against water encroachments. 
Your committee on conservation of 
oil and gas has worked out and 
submitted to the Board of Railroad 
Commissioners of the State of Mon- 
tana, the state’s agency for handling 
these matters, proper regulations re- 
lating to the same. 


Public Must Be Informed, 
There is great necessity of or- 
ganization and cooperation for bet- 
terment of public relations and for 
providing an agency for group ac- 


‘tion against the enactment of un- 


fair and unjust legislation. 

On this fact. I shall comment 
briefly for the necessity will be 
shown by other discussions in this 
meeting, But one of the urgent 
needs of the hour is a correct know- 
ledge by the public of the facts of 
the industry, such as the hazard of 
the same, its profits and losses, its 
fair dealing, its contribution to pro- 


my 


a 

gress and civilization and its par 
the support and maintainance of.tt 
government, 


The public should know 
January 1924, 266,569 wells 
making an average of but 6,64 bar- 
rels per well; that 82 percent of this 
number produced an average of Puts - 
.79 barrels; that approximately 
$91,410,000 was spent drilling dry 
holes in the year 1924; that in 1923 
there were drilled 24,488 wells at 
an estimated cost of $515,704,000; 
that in 1924 there were 41,497 miles 
of trunk pipelines, 41,335 miles of 
gathering lines, 478 tank vessels of Y 
American registry, many thousands _ 


that in- 
tank cars, 547 completed refineries; fais 


were 


an investment in the industry ap- | 
proximately $8,020,000,000; that in 
1924 approximately $75,834,470 gas-— 

oline tax was paid; that a survey 
shows 750,000 employees engaged in 
the industry and about 4,000,000 
people supported by it. I have ney- 
er seen an estimate of total taxes 
paid by the industry, but there is no 
question it is bearing its 
share of taxation. If the public on- 
ly knew the facts about the indus- 
try, those engaged init and the good 
people of the country would not per- 
mit the same to be the constant ob- 


ject of attack by demagogues, pol- — 
iticians and self seeking newspap- 
ers, 


undue — 


Ma 


Ask Fairness Only — 


It is the duty and function of or- 
ganizations, trade journals, bureaus 
and other agencies to , carry the 
facts to Garcia and to defend the in- 

‘dustry against hostile and unjust 
legislation. and to secure for it the 

same protection and opportunity : 
that are accorded other industries. — 


This convention and work of this 


Chapter will pay many times if it © 
can drive home the one idea that 
cooperation is the “master key” to | 
the success of the industry. reat 
advancements that have been from 
the days of the savage to our pres- 
ent day civilization, has been ac- — 
complished or made possible by some ~ 
form of cooperation, Every human — 
effort, be it work or play, is Suc- 
cessful in direct: proportion to the 
length and strength of the collective 
effort behind it, Cooperation is one 
of the few things that cost but lit- 
tle but pays big dividends, It is 
that thing invisable to some of us, 
but available to all; that opens ~ 
many seemingly closed doors; makes 
for the diffusion of knowledge; re- 
moves friction and misundertanding; 
makes for better fellowship and best 
of all makes us ‘better employees, 
better employers and better citizens, — 
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GOVERNOR ERICKSON 
HONORS OIL MEN BY 
PRESENCE AT MEET 
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The Montana Chapter has as its 
honor guest Governor J, B, Brickson | 
of the State of Montana, Governor” 
Brickson spoke at the be ges 38 BOS =e 
sion on “Montana”, giving official = 
welcome to the representatives of 
Montana’s youngest and most prom- 
ising industry: the oil business. — 


A Re treatise on Operating conditions in Kevin-Sun- 


burst field was given by J. ‘R. Reeve, associate petroleum engineer 


of the United States Geological Survey before the Montana Chapter 
of the Rocky Mountain Oil & Gas association... He announced that 


the Survey is contemplating a uniform casing method to protect. 
sands from water invasion. He_said, in part: 


The following discussion is based 
chiefly on conditions as found on 
Government leases and permits, but 
these conditions can probably be 
taken as typical of the entire Kevin- 
Sunburst field. 

' ~The factors governing production 


in this field are not fully under-. 


stood. We have the condition here 
that an offset to a small producer 
or dry hole may come in for big 
production and many locations 
which have been reasonably expect- 
mS ed to yield good wells have proven 
to be small producers or dry, This 
-eondition of uncertainty appeals to 
é the gambling spirit of the wildcat- 
} ter and as a result, the number of 
- seattered interests is large. The ef- 
fect on efficient operation. in the 
field which is brought about by this 
condition will be mentioned later, 
Drilling Practice, 
It is a comparatively easy matter 
; to put down a well in the Kevin- 
ee Sunburst field. Ten days to two 
weeks is a good average for com- 
_ pleting a well, The cost of an av- 
-erage well runs around $10,000.00, as 
shown by the records of some of 
the larger companies. 
Bie Drilling practice varies according 
_. to the different conditions found. 
In some areas on the north side a 
water bearing sand is enéountered 
in the Colorado group, which re- 
quires an additional string of cas- 
ing to be properly shut off, where- 
as in other parts of the field wells 
can be drilled to the Ellis without 
‘encountering other than surface 
water, which is usually shut off with 
-a few joints of conductor pipe, In 
such localities, it is common prac- 
- tice to drill into the black lime im- 
16 mediately above the producing stra- 
tas and there land an oil string be- 
- fore drilling in. Such a well will 
have a short length of conductor 
pipe and a full length oil string, It 
is customary to place mud fluid be- 
hind the casing to a point above the 
Sunburst sand in order to kill any 
flow of gas, or if the gas is to be 
utilized, it is some times produced 
ie through a bradenhead, altho the pro- 
_ cedure should not be followed as 
_ general practice, without the use of 
additional easing, | 
i Productive Sands, 
The Ellis formation is the prin- 
ipal oil producing formation in the 
-evin- PURpUurst field. It is encount- 


ret Sand lies at an average inter- 
al of 240 feet above the Ellis, One 
r more. stray Sands are often found 
t varying depths above the. Ellis. 
n some parts of the field water may 
e encountered in these stray sands 
f the Colorado group, and showings 
f gas from such sands h ave been 


* 


ally termed Ellis sand by the drill- 
ers is actually a rotten sandy lime 


Very few well logs indi- 
eate a true sand, This formation 
varies considerably in thickness 
throughout the field, 4 to 12 feet 
being a good average, Most of the 
production seems to occur near the 
contact of the Ellis with the Madi-' 
son lime, Some operators claim to 
have obtained the production in the, 
Madison lime but this condition 
seems to be questionable. 


Casing Methods, 


formation. 


Gas in varying amounts has. been ! 


encountered in the Sunburst sand 
in most of the wells drilled. Vol- 
umes varying from a showing of gas 


up to several million cubic feet have , 


been reported. Initial rock pres- 
sures as high as 150 pounds per 
square inch have been reported, al- 
though the average pressure is prob- 
ably less than 100 pounds, A num- 
ber of wells have failed to encounter 
any Sunburst gas, while in a few. 
wells a small amount of oil is found 
with the gas. 

Where it is desired to utilize the 
Sunburst gas a cave string is usually 
landed above the Sunburst sand jand 
the gas is produced from a braden- 
head between this string and the 
oil string, after the well has been 
completed to the Ellis, In cases 
where the Sunburst gas is not to 
be utilized, it is a comparatively 
easy matter to kill the gas by the 
use of mud fluid behind the oil 
string, This brings up the question 
of a uniform,system of casing wells 
throughout the field, The Geologi- 
cal Survey is now considering a.un- 
iform system to be recommended to 
all operators on government land. 
Such a method would have for its 
object a better protection of the 
Sunburst gas than can be..accom- 
plished by present methods, 

Uniform System. 
- In brief, it would require (1) a 
short conductor string to shut off 
surface water, (2) a cave string 
landed above the Sunburst and be- 
low the lowest sand éncountered in 
the Colorado group, (3) a full length 
oil string landed in the black lime 
above the productive formation. The 
string of pipe landed above the Sun- 
burst is not generally used unless 
water is found above the Sunburst. 
It is on this one point that the meth- 
od suggested differs from common 
practice. Every sand stratum is a 
potential »water carrier, The fact 
that a sand may be dry when drilled 
through should not. ‘eliminate the 
proper protection of productive 
sands or horizons from the then 
apparently dry sand, A few wells 
with the casing pulled and with all 
sands left unprotected might be the 
source of flooding a large area of 
otherwise dry sands, The method 


outlined is suggested with the idea 
that gas from the Sunburst sand 
can readily be drowned out by ex- 
traneous' water,’ This gas is of the 
greatest value in developing and 
maintaining. production, and every 


effort should be made to prevent the 


flooding of this sand, or the dissapa- 
tion of gas into dry sands above, For 
the latter reason the extra string of 
pipe previously referred to should 
always be used when gas is to be 
produced through a bradenhead. 
Some 
in which lease ownership has been 
divided, by the sale of royalties and 
other interests, to such an extent 
that the actual operator is working 


under a considerable handicap, With ~- 


ownership so divided, there is also 


a tendency to try and “get by” in 
the cheapest possible manner, all of | 


i which leads to poor in 


operating. 
Water Problems, - 
Perhaps the greatest obstacle 
the way of operators in the Kevin- 
Sunburst field is the large amount 


Sree nee 


instances have been noted 


ii 


of water found in most of the wells, 


In some instances it is likely that 


methods used in drilling and com- — 


pleting the wells may. be responsi- 
ble for a part of the water produced, 
but it is certain in many wells large 
amounts of water are present with 
the- oil and of course this water 
must be produced in order to recover 
‘the oil, The long and severe winter 
weather prevailing 
has a direct bearing on the water 
situation for in summer most of the 
water produced with the oil will 
settle out without steaming or other 
treatment, whereas the present eus- 
tom is to steam all oil containing 
more than ,2 per cent water in order 
to effect seperation during the win- 
ter months. There are also addi- 
tional precautions to prevent lines 
from freezing up which must-be re- 
sorted to in the coldest weather. 

Some points will be taken up here 
that have a direct bearing on the 
water situation, 


Completion of Wells. | 

Wells drilled through the Ellis 
and into the Madison lime will in 
all probability encounter water in 
large volume, : For this reason, it 
is recommended that drilling be 
stopped without going into the Mad- 
ison, It is claimed by some opera- 
tors that production has been en- 
eountered or increased by drilling 
into the Madison, Evidence of this 


in this locality 


point seems to be lacking, and the. 


apparent condition 
might be explained by a broken con- 
dition at’ the particular point of 


contact of the Ellis and Madison — 


lime, 
Swabbing, 


The practice of swabbing wells in 


the Kevin-Sunburst field is not ap- 
proved by the Geological Survey. 
This stand is because the pressure 
relief on the productive formation 
caused by running the swab has a 
tendency to bring in the ever men- 
acing water, if it is not already 
present in the well, or to increase 
the proportion. of water. LG OiL}) ie 
the well is already making water. 
with the oil, 


in a few wells” - 


‘Experience in other ™ 
‘fields has shown that water has a 


OPERATING CONDITIONS INKEVIN-SUNBURST 


tendency to cut off oil production 
due to its ability to move toward a 
well with less resistance than oil. 
Continued swabbing oe well is also 
likely to cause line cutting of the 
casing’ or to lossén the casing seat. 
Although, swabbing is a means of 
producing a large volume of fluid 
in a short time, it is probable that 
the ultimate production of oil from 
a Swabbed well will not be as much 
as the well would have produced by 
other methods, 
Shooting, 

Some very good results have been 
obtained by shooting wells in the 
Kevin-Sunburst field, The amount 
of explosive to be used should be 
decided by the condition of the for- 
mation which it is intended to shoot. 
If a well comes in a good producer 
it is usually not advisable to shoot, 
especially, if the formation is fairly 
course grained or loose, such as to 
allow free entrance of fluid to the 
well. In general, the harder the 
formation is the heavier should be 
the shot. Some instances are noted 
where wells have been brought in 
for good production which appeared 
to be dry before shooting. On the 
other hand, many cases are in evi- 
dence where shooting has not mater- 
fially increased production, Some 
good success has been obtained by 
giving wells a series of small shots 
and cleaning out after each shot. 
This method is recommended if there 
is danger of collapsing the casing 
due to proximity of casing to the 
shooting point, There is always 
danger of collapsing casing if the 
fluid column in a well which is to 
be shot’.extends into the casing, 


Bottom. Hole Plugging. 

A few instances have beén report- 
ed in which attempts at bottom 
hole plugging were undertaken for 
the purpose of excluding water 
while allowing the production of oil. 
While the results reported were not 
successful it is hoped. that further 
attempts of this kind will be carried 
out, In this connection the follow- 
ing suggestions are offered: 

A plug should be started in the 
bottom of the hole or lower part of 
the productive formation. Plugging 
should be conducted in stages of 
only a few inches at a time and 
eareful production. tests should be 
made after each stage to determine 
the effectiveness of the work done, 
It is desirable that accurate | rec- 
ords be kept of the amount of hole 
filled by each stage of the plug so 
that this information may be com- 
pared with the log of the well as 
the work progresses, 

Plugging Material, 

For wells which have not been 
shot, a fairly effective plugiging 
material can be prepared by bundl- 
ing together short lengths of burnt 
wire line, these bundles to be tamp- 
ed in the hole by tools, Probably 
the best method of bottom hole 
plugging, though more. expensive 
than wire line, is the use of cement 
placed through tubing by means of 
pumps and held under pressure until 
set. By this method the depth to 
the top of the plug can be determ- 
ined in advance of its actual place- 
ment since all cement in excess of 
the amount required to fill the hole 
up to the bottom of the tubing will 
be washed out of the well by the 
subsequent circulation of “water 
through the tubing. This method of 


plugging will fill a cavity of any. 


shape to a predetermined level, A 
cement plug can also be placed. by a 
dump bailer. However, the exact 
amount of hole to be plugged off 
can not be known in advance. More- 


ae 


over, if there is any movement of 
fluid. in the vicinity of the plug, set- 
ting of the cement will be interfered 
with, Any beneficial: results which 
might be obtained, by bottom hole 
plugging should justify operators 
in doing further work -along this 
line, ; 
Formation of Emulsion. 


The character of the Kevin-Sun- 
burst oil is such that emulsions are 
rather difficult to break during the 
colder weather, A certain amount 
of emulsion should be expected 
where water is produced with this 
oil, It is, however, probable that 
the formation of a e¢onsiderable 
amount of emulsion could be pre- 
vented by careful attention to the 
pumping of wells. In a desire to 
obtain the greatest possible amount 
of oil from a well it is a common 
practice to overdo the matter. After 
the fluid has been lowered in a 
well to a level where the working 
valve “pounds the fluid,” this churn- 
ing action of the pump is respon- 
sible for the formation of emulsion, 

It is suggested that operators 
make a practice of experimenting 
on the pumping of each individual 
well, In this connection, it is nec- 
essary to Keep accurate records. of 
the production of both oil and water, 
It may be found that a _ shorter 
pump‘ng period each day may pro- 
duce the same amount of oil that 
could be obtained by continuous 
pumping, and the formation of 
emulsion could be correspondingly 
decreased, Agitation of the oil by 
gas also cuts or emulsifies. the oil, 
especially, when water is present, 
Preparing Oil for Pipe Line Runs, 


During the summer months most 
of the water produced with the oil 
settles out after standing 24 hours 
or less, In fact, the greater part 
of the separation occurs in the gun- 
barrel or flow tanks as the fluid is 
pumped from the wells, the water 
being drawn off through a siphon 
near the bottom of the gun barrel. 
In some cases after the oil has stood 
in the stock tanks for a day, a 
bleeder in the bottom of the ‘tank 
is opened and the water drawn off, 
The oil is then acceptable to the 
pipe line companies. In other cases, 
steaming is resorted to even in 
warm weather. 


Removing Water, 

In winter practically all oil which 
contains any water is steamed, Com- 
mon practice is to steam the gun 
barrel tank and draw off as much 
water aS possible there, Further 
steaming is usually required to ef- 
fect complete separation, For this 
purpose oil in the stock tanks is of- 
ten steamed to 120 degrees F., or in 
some cases up to 160 degrees, and 
maintained thereat for several hours, 
This high temperature is sometimes 
uséd in conjunction with chemical 
treatments in order to put the oil 
in condition for acceptance by the 
pipe lines. Samples of Kevin-Sun- 
burst oil recently taken as it comes 
from the ground show an average 
Bravity of 33.7 degrees, while sam- 
ples of steamed and treated oil from 
the same lease had a gravity of 32.6 
degrees, A.P.I. With this drop in 
gravity goes an even greater loss in 
volume due to the evaporation at 
this high temperature, Studies made 
by Bureau of Mines engineers indi- 
eate that even where no artificial 
heat is used, operators in the Salt 
Creek field sustain a loss of $126,000 
annually due to evaporation as cal? 
culated in terms of gasoline. Every 
effort should be made to avoid ex- 
cessive heating of the oil, 


her ry te 


Expects Gravity Basis. ei iu 
Judging from the practice fol- 
lowed: in other fields it is not un- 


reasonable to expect that the sale 


of oil in the Kevin-Sunburst field 
may be placed on a gravity basis, 
If this system should go into effect 
it would be worth considerable ef- 
fort to maintain the several points 


lost by steaming and evaporation, — 
In this connection, vapor tight | 


tankage would be of great value, 
(Government Bulletins on this sub- 
ject. are available, 


technical papers). | 
Abandonment of Wells, 

It seems proper here to take up 
the matter of abandonment methods, 


Since most wells drilled in Kevin- 


Sunburst fiela encounter water at 


one or more depths, the importance 
of proper methods of abandoning can | 


not be over estimated. The objects 
to aim. at in abandoning wells in 
this field are: To prevent the mi- 
gration of water, oil or gas from 


any sand or formation to any other — 
sand or formation. In other words, to 


effectively and permanently confine 


all, water, oil or gas to the sand or — 


zone in which they occur. Further 
than this any sand or sandstone en- 
countered in a well should be re- 
garded:‘as a potential water carrier, 
and proper care should be taken to 
insure protection of the productive 
formations should any supposedly 
dry sand subsequently become wat- 
er bearing, The Géological Survey 
requires that all wells abandoned on 
government land be plugged in ac- 
cordance with the above mentioned 
requirements, ae 

A typical case will be assumed in 
which a well has been drilled to the 
top of the Madison lime without 
finding commercial production al- 
though a show of oil and gas will 
be assumed in the Ellis, A small 
volume of gas will be assumed in 
the Sunburst. Three stray sands, 


each dry, will be assumed to overlie | 


the Sunburst ‘and water in the El- 


lis formation rising to a level of © 


300 feet below the surface, 


B, M. Bulletin _ 
200, and various Bureaus of Mines ~ 
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ho: 


fective method of abandonment for  — 


this well would be about as follows: 

1. Kill all movement of fluid in 
the Ellis due to gas pressure or 
other cause, It has been found that 
an effective way to accomplish this 
is by the use of burnt wire line 


bundled together and cut into short — 
This wire line when tamp- | 


lengths, 
ed with the tools to a point above 
the productive zone usually effects 
a temporary shut off of the water, 
The water should be bailed down af- 


ter tamping the wire line and after — 


several hours a bailer test run to as- 
aw if “the water has been shut 
off. 
water level, 10 sacks of neat cement 
should be carefully mixed and placed 
on top of the wire line fo form a per- 
manent seal above the Ellis, The 


well could then be filled with heavy 
mud to the surface after which the 


casing would be removed, and ad- 
ditional mud then be placed in the 
hole, and a short length of pipe left 
at the surface for a marker. it has 
been found that it is useless to place 
cement in a well while there is any 


agitation of oil, gas or water below ‘ 
In such instancés, it in- — 


the cement, 
variably fails to set in a Solid mass, 
For this reason, * 
kill all movement or flow of water 
before cementing, aie Laas 


Conclusion.  ~ Rare 


In conelusion the following points 


are emphasized: ; + | due Mitte 
1,.. The gas found in the Sunburst 
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If there is no rise noted of the — 


it is necessary to . 
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The principal states served with 
natural gas in this region are Wyo- 


PE tielay aot, 


_ ming and Montana, Colorado has 
some natural gas but it is just being 
developed and is still in the experi- 
mental stages, 

In Wyoming there are seven com- 
munities which are enjoying the 
benefits of natural gas, 

Nine Towns Have Gas, 

In Montana the following com- 
munities have natural gas service, 

tas Baker, Billings, Glendive, Havre, 

Shelby, Wilbaux, Miles City, Terry, 

and Ismay. The natural gas indus- 

try in Montana has barely started 

and the development of a large sys- 

‘ai tem to supply the principal commun- 

_. ities of the state is in the promotion 

' stage yet, 

A Two systems have been developed 

in Montana that cannot be called 

+ small as they serve a number of 
™ ‘communities, 940. ° Pia 

ral One of these systems is the North- 

west Public Service Company. of 

. Wibaux, Montana. Its system is 

_-ecomprised of 165 miles of pipelines 


Operating Conditions 
(Continued from Previous Page) 
sand is an important asset to the 
field. Special care should be taken 
bi a8 to protect this gas, from possible 
- flooding .or from dissapating into 
' ary sands or porus formations, Ad- 
ditional casing may be required for 

this purpose, 
_ 2. The production of some water 
can be prevented by care in finish- 
ing where drilling into the Madison 
lime is avoided. : 
= 3. Formation of emulsion may be 
_ diminished by eliminating unneces- 
' sary pumping of wells. 
i ©» 4. Wurther. work along the line 
of bottom hole plugging is thought 
‘to be justified, 4 
5. The use of vapor tight tankage 
| effects a large saving of oil, es- 
_ pecially, where the oil is to be 
steamed, The temperature to which 
_ the oil is heated should not exceed 
_ the minimum point at which ef- 
. fective separation of the. oil and 
/ ‘water can be obtained. Heat should 
' ‘not be maintained after the desired 
_ results have been’ accomplished, — 
_ 6. The proper abandonment of 
_ wells is of the utmost. importance. 
fn this work it is essential to pro- 
tect all productive formations so 
that supposedly dry sands will be 
prevented from subsequently caus- 
- ing damage in the event they should 
“become water bearing, 
_ In closing, the writer wishes to ex- 
_ press appreciation of the work be- 
eee done by the Rocky Mountain Oil 
and Gas Association in the state of 
. Montana, also .to the operators in 
the Kevin-Sunburst for their coop- 
eration with the work of the Geolog- 
cued ¢ + ieal Survey. Operators are invited 
‘to call upon engineers of the Survey 
for assistance in. their field prob- 
lems. The Survey is willing to give 
ossi such 
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Miles City, Terry, Ismay, Glendive 
and Wibaux, Montana and Beach, N. 
: with annual sales of 3 billion 
eet. ‘ i 
' Another of these systems is the 


one which supplies Billings and sev-} 


eral other communities, This source 
of gas for Billings is drawn from 
the Wyoming fields. } 

It has been shown that the natural 
gas business in Montana has been 
barely touched, A great future lays 
before this state in the development 
of large systems to,supply the cities 
and towns with this wonderful fuel, 


Sees Bright Future 
There are extensive known gas 
in Montana with a rather 
large daily capacity. Before a very 
large natural gas system can be de- 
veloped, it is necessary to exploit 
other fields and increase the size of 


productive area in the known fields, | 


More wells must be drilled in the 
future, hundreds of miles of pipe 
line built, distribution systems built 
and others enlarged so as to build 
up a great natural gas system that 
Montana will have in the future. 
Montana has just started the de- 
velopment of a natural gas industry 
and a very bright future lays be- 
fore us in the development of this 
business. 

With the development of a natural 
gas system in Montana more indus- 
tries will be brought into the state, 
the present industries will increase 
the oil productions by the use of this 
wonderful fuel, More people will 
come to Montana with the advent of 
new industries and new business in- 
stitutions will be opened in various 
cities of the state, This means 
better prosperity for those who are 
already in business in Montana and 
this is something in which we are 
all interested, Not only will it in- 
erease the prosperity of the state, it 
will also make it a better place to 


live as we will be rid of the smoke 


and dirt caused by the use of other 
fuels, Thousands of dollars will be 
saved annually by the business men 
of our communities by the abate- 
ment of smoke caused by other fuels. 


Gas for Great Falis, 
Montana has a very bright future 
before and Great Falls and other 
eities will reap untold benefits from 
the advent of natural gas, 
The piping of natural gas to Great 
Falls has been in the minds of the 


citizens of .Great Falls for many. 


years. Periodically some. promoter 
either with a Small gas well, or with 
the hopes of one, usually the latter 
case, has obtained publicity in the 
papers and for a time the people’s 
hopes have been raised only to be 
disappointed in the end, The re- 
currence of such incidents has led 
many to believe that they never will 
enjoy the benefits of natural gas, 
As is usual, however, in large bus- 
iness transactions the people who 
are really doing the work and have 
the money and capacity to promote 
large industires do the least talking, 
and Such are the facts in the matter 
of the transmission of gas to Great 
Falls, ag 
Extensive Known Fields, 
There are extensive known gas 
fields within 100 to 150 miles of 
Great Falls in which wells produc- 
ing 11% million to 20 million cubic 
feet per day by actual pitot tube test 
have been brought, ‘n. Competent 


3 


- . dines AR Ne _Jengineers and geologists have inves- 
fend &) pumping stations. supplying ‘tigated the fields and have made — 


before the pipe lines can be financed, | 


favorable reports, It remains for 
the fields to be drill tested for area 
to prove the engineers’ assumption 


This drill testing is now fairly as- 
sured. i 

The cost of transmission lines of 
sufficient capacity to serve Great 
Falls is approximately $20,000.00 per 
mile, including compressor stations 
and regulato® stations, The size 
of pipe required will probably be 
from 12 inches to 16 inches, Routes 
which have been surveyed do not 
cross any insurmountable obstacles 
and the cost of laying pipe will be 
normal, f 


Quality of Gas. 


Tests of gas in the available fields 
show the following results: 
Methane 72% to 92% 


Ethane 5% to 10% | 
Hydrogen Sulfide None’ 
B U 950 to 1000 


favorably market for natural gas _ 
which can be divided into two main > 
classes, Viz: ; 
City Distribution 


Anaconda Copper Mining Company 


The load of the Anaconda Copper 
Mining Company would amount to — 
an average of six million cubic feet — 


or over two billion cubic 


per day, 
feet per year and the load factor by 
Lars would probably be 90 per 
cent. 


The City distribution on a basis 
of 100 per cent saturation would 
be very nearly the same amount but 
the load’ factor would be lower, It 
is estimated that the peak day of the 
year will be 2% times the average 


daily load of the year, and on this “ 
assumption the total peak load day. . 


will be about 21 million cubic feet, 
There should be wells available on 
the lines with a. capacity of 50 mil- 
lion to 60 million’ cubic’ feet daily 
flow to assure regular service in the 
coldest weather, 


A detailed survey of the possible 
market follows: 


Industrial Establishments Cu. Ft. 
Great Falls Tribune 5,000,000 
Riverside Machine Co, 1,000;000 
Andy McLean Foundry 1,000,000 
Great Falls Meat Co, 15,000,000 
Great Falls Iron Works 4,000,000 

C, M. & St. P,; Shops 500,000 
Great Northern, Shops 150,000,000 

G, F, Brick & Tile Co. 60,000,000 
Sunburst Refinery 31,000,000 
Northern Creamery 10,000,000 
Idowell Creamery Co, 1,000,000 
Stephens-Fuller Pro. Co. 1,500,000. 
Robert Swain—Springs 225,000, 
National Laundry 15,000,000. 
Ideal Laundry 7,500,000..." 
Cascade Laundry } 4,000,000). 
Great Falls Steam’ Laundry 3,000,000 
Schools ; 37,000,000 
Office Buildings 48,250,000 it 
Hotels 178,000,000 
Hospitals 14,500,000 
Club Buildings 9,500,000 
Public Buildings ' 22,000,000 
Restaurants 10,000,000 
Apartment Houses 678,000,000. 
Garages rhe 85,000,000 
Bakeries - 25,000,000 
Commission Houses 15,000,000 -- 
Dwellings’ Ai 667,480,000 
Black Bagle 25,000,000 
Other classes 54,050,000 


Gas in these amounts will justify 


a pipe line and it can be sold at a 9 
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ote UL ; 
Great Falls possesses a peculiarly  _ 


Vie 


“EFFECTED BY USE OF ELECTRIC POWER FOR 
DRILLING AND PUMPING IN KEVIN-SUNBURST. 


Dorsey Hage, geologist, and operator, figures that there 
are between 7,000 and 8,000 locations in the present proven 
area of Kevin-Sunburst field. 

Frank Scotten figures a saving of $1,000 per well through 


electric operation. 
That means. a saving in the ultimate development of the 
field of from $7,000,000 to $8,000,000. 


A saving of one thousand dollars} shown by electrical operation over 
per well will be effected by the in- steam, and without going into de- 
stallation of electric power for drill-} tails, will quote a few cases only. 
ing and pumping operations in Kev-]One California Company showed a 
in-Sunburst field, according  to|saving of $2775.00 per well per an- 
Frank Scotten, manager of the Mon-|num, pumping 68 beam wells, an- 
tana Power company, who spoke be-| other with 14 wells per annum, 
fore the Saturday session of the as-| Pumping 68 wells, another with 14 
sociation, Mr, Scotten announced| wells showed a saving of $1915.00 
that his company is making a sur-|}Der well per annum, another with 
vey of the north field and will prob-|8 wells showed a saving of $752.00 
ably run its lines to the field, mak-|per well per annum, A British 
ing this saving possible. Company in India showed a saving 

Fate) of 22 percent on 12 wells, another 

Mr. Scotten said, in part: California, Company a saving of 63 

The application of electric power 


percent in pumping operating ex- 
to the drilling of oil wells and the] PEBSe, and several cases are quoted 
pumping of oil is not new, but has 


where, in the’ case of small produc- 
experienced considerable. develop- 


tion wells, electrical. operation has 
inent durine (the (past few years enabled a profit to be shown, where 


The slowness of its development ap- RL OeS oielpy ele dutvackd | shown by 
pears to be in selling the idea, The ‘ 

driller and the producer must be 4 3 

sold on the proposition, and must Cheaper Than Oil Fuel, ay 
be convinced of two things. First,| Electric power at _ prevailing 
that his company will profit by the| Costs is cheaper than oil fuel, The 


same can be said of gas where it has 
a commercial value, In the case of 
electric power there is no consump- 
tion when idle, no time lost, or fuel 
used in raising steam, and no pipe 
losses due to leaky valves and 
pipes, and no boiler repairs. In the 
case of electric power it is merely 
a case of throwing the switch. 
Transmission losses are very low 
and remain fixed during the life of 
the equipment. 


The cost of boiler feed water, or 
fas engine jacket water, usually 
runs high in most fields because of 
its scarcity, and is usually hard on 
boilers, This expense is entirely 
eliminated with motor operation, 
Repair costs on electric equipment 
will not run over 1 percent to 12 


change; and second, that his field 
men who use the equipment can con- 
tinue to satisfactorily perform all 
of the various operations necessary 
in ofl field work in accordance with 
the usual practice, 


G. W, Taylor of the General Hlec- 
tric Company, says: “The oil fuel 
consumption for steam engine 
pumping is from three to fifteen 
barrels per well per day, depending 
on the depth of the well, the pump- 
ing speed, and other local | condi- 
tions, for instance, in Texas, the 
average is ten to twelve barrels,” 
“When such wells are electrified, 
all of this oil fuel can be added to 
net production, and this, it will be 
appreciated, is no small gain.” 


Will Increase P . be abe ARE Sead UN Byer shel 
roduction greater safety of operation, Bx- 
It is only recently that oil menj|Plosions are eliminated,’ acci. 


have begun to realize the amount of 
time, and consequently of produc- 
tion, lost due to avoidable shut- 
downs in pumping operations, en- 
sine and boiler: troubles, reversing 
clutch trouble, gas shortage, water} 
Shortage, freezing, rod breakage | 
and valve and cup troubles caused 
by vibration and jerking motion are 
all greatly reduced, and some en- | 


dents are fewer, control is simple, 
steadier motion and cleaner sur- 
roundings, 


Cost Per Day. 


The estimated current consump- 
tion per well is estimated to be 
from 100 to 200 K. Ww. H, per day 
per well, or a cost of $1.25 to $2.50 
power per well per day. <A figure 
which I doubt can be equalled by 
any other form of power, and the 
installation first cost is consider- 
ably less than steam or gas, 


Make Field Survey, 


| In regard to the Kevin-Sunburst 
also Field, The Montana Power company 


0 a ee 


tirely eliminated by the electric 
drive, A case is cited in Kansas 
where by a change to electric op- 
eration, the daily production was in- 
creased by 15 percent, 


| 
Effect Large Saving. | 
A considerable saving. is 


SAVING OF MILLIONS OF DOLLARS WILL BE 


practically all heating operations at 


made a preliminary survey of the : 
field about fifteen months ago, and 
at that time the field did not look 


very promising to us, and no action — 
other than a preliminary report was 
taken, and I think Oil Operators 
were not very enthusiastic as to the 
possibilities of the field. 


Since that time, however, there 

has been drilled in the field about 
375 producing wells of varying ca- 
pacity, and the field has assumed a 
proportions that make it a pros- | — 
pective source of business to the 
Power Company, and a matter that 
requires looking into very carefully. 
In fact, we are now making a sec- 
ond survey of the field, and will 
have, a complete report on condi- 
tions and prospective business be- 
fore the first of the year, 


Whether the Power Company will 
construct the necessary lines ‘to 
serve this field depends on the re- 
sult of this report, and the decision 
of the Company Officials, 


Save $1,000 Per Well, . Cathe 


In our preliminary studies we 
have determined that a saving of 
about $1,000.00 per well can be made ; 
in the drilling operation alone with 
the application of electric power. 
This in itself would have amounted — 
to about $375,000.00 in the past fif- 7 
teen months in the Kevin Field. © 
which. is, IT think, au item well) | 
worth considering on the part of 
the operators, ea 


Just a word about the Montina 
Power Company. We will generate — 
and distribute this year about 1,- 
200,000,000 K. W, H. of Blestrie en- 
ergy in the State, being the sixth or — 
seventh largest output of companies 
in the Unitd States, f 


This is sent out of our Generating — 
Plants oyer 2300 miles of high tén- — 
sion line serving ‘seventy-five cities 
and towns in the State, three of 
which are located here, yea 


Great FallsGas Man 

(Continued from Previous Page) Chia 
price rendering It economically 
available for every. operation requir- 


ing heat from the largest mill to 
the smallest cottage, ; 


This great industry in the north- | 
west is in its infancy and the next 
few years will see the expenditures — 
of millions of dollars in its develop- 
ment, We are approaching the age 
of gas when the science of chem- — 
istry will be paramount, Natural 
and artificial. gas- will be used for 


a utilization efficiency of about 85 
per cent in place of 15 to 40 per cent 
with average conditions of use of 
hard fuels and the present loss of ae 
millions of dollars yearly through) 
the wastes of bi-products will be an rhs 
occurance of the past. Pa ei 


" lay, expert and public accountant, 
4 _ Saturday morning. 


rel, he stated. 


. Mr. Finlay Rito he at length the tax situation affecting the oil 
industry and asserted that the remedy needed is the application of old- 
Taking up in sequence taxation problems 
confronting oil operations in Montana, Mr. Finlay said in part: 

“First in point of importance, are@—i—@—$———_———_ 


* «fashioned common sense. 


the problems outgrowing from the 
Montana net proceeds tax law, The 
net proceeds tax is essentially a 
county tax, primarily a metal min- 
ing tax law, unsuitable for taxation 
of oil producers. Section 38, article 
12 of the constitution of Montana, 
reenacted as section 2088 of the re- 
vised codes of 1921, provides for the 


+ assessment of the net proceeds of 
i mines, 4: eon : 
“Unless mining” oyupushy has a 


surface value or has been purchased 
from the United States government 
‘at some set price, it is not assessed 
. by the county assessor, If mining 
operations are earried on, the net 
proceeds are reported to and are cer- 
_ tified by the state board of equali- 
gation to the county treasurer and 
are assessed at the county rate on 
the basis of 100 per cent of their 
value. This is the only type of prop- 
erty that is assessed at 100 per cent, 
“Automobiles, household furniture, 
ete,, are assessed at 20 per cent; 
livestock, and merchandise at 33 ae 3 
per cent; land, surface rights, min- 
ing machinery ‘and supplies at 30 
eis per cent, and, money and credits at 
aaa 7 per cent; but you'may retain the 
'-  wundeveloped mining property for 
years by paying little or no tax, 
However, when you get production, 
your gross proceeds for each year 
are reduced by the outlays for new 
machinery and the actual expenses 
of operation to a net proceeds basis, 
and then, you begin to know you are 
paying taxes. 
“Our chief trouble with this: net 
- proceeds tax law comes about 
jthrough the ease with which its 
_ provisions may be misinterpreted, 
Conceived as a law in the days when 
ownership was confined chiefly to 
one mine, it presented very little dif- 
_ ficulty in administration. As mines 
_ were gradually consolidated under 
one ownership, it was customary to 
- make the returns of operations em- 
. bracing all of the mining activities 
so that the costs for outlay and ac- 
tual mining and conversion expenses 
of an unprofitable property were de- 


ucrative mine, 
: tHe operator. 


“Oil Well a Mine” 
ie aprons has been’ a tend- 


and no harm came 


e neon per ansesement. regard- 
8s of the fact that one or more 


e company or individual, 
1en the oil business rose to 
e in this state, precedent 
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tana at the feats: Hates is Haley ate. or indirectly, to the wong 
state and federal governments in the form of taxes, William B. Fin- 


Mountain Oil and Gas association’s Montana chapter in an address 
Computing the total of tax levies against prices 
- now paid for crude oil, the combined ite amount to 40 cents a bar-- 


and it was once ruled that every oil 


be a lease, 


Oil, 


told the convention of the Rocky 


company vs, Walker. 
theory that: 

“ “Oil is a mineral and an oil well 
is a mine.’ 

“This easual wording of the 
court was taken up very seriously 


produced the 


well must be reported on a separ- 
ate basis. Later, this was modified 
so that a mine is now considered to 
Neither of these bases 
is, practical for reporting from oil 
producers’ accounts, 
“On either basis, most certain con- 
fusion will result, Where two or 
more contiguous leases are held and 
operated, we-are likely to have a 
situation wherein an operator might 
spend $50,000 in drilling dry holes 
on one lease while on a more prom- 
ising adjoining lease he might ex- 
pend $30,000 and get. $200,000 pro- 
duction, 
“Granted the tax rate is 50 mills 
and the taxpayer is not allowed the 
$50,000 for drilling dry holes, we 
will have him paying $8,500 county 
tax, whereas if he were permitted 
to deduct his legitimate development 
expenses in drilling ‘the dry hole 
he would payvonly $6,000 tax. On the 
one hand he’ is caught by the haz- 
ards of the business and on the 
other by. a tax of $2,500 on the $50,- 
000 that he lost, : 
“JT want to tell you that my own 
personal opinion is that this can- 
not possibly stand as an equitable 
measure. Hither the law will have 
to be amended to allow the oil men 
their proper deductions or else we 
are, going to have to adopt some al- 
ternative of our own whereby we 
can consolidate all of the leases in- 
to one property and get our proper 
deductions in that way, 
Decision Brought Crisis in Royalty 


Relations. 

“Second, the same net proceeds tax 
has got us into trouble in another 
way, that is, in connection with the 
royalties we pay to the title holder 
of royalty, In the case of the North- 
ern Pacific vs, Musselshell county, 
decided in our supreme court last 
July, we find that the court definite- 
ly decided that the operator is the 
owner of the net proceeds and that 
the state board exceeded its au- 
thority in deducting royalties paid 
by the operators. — 

“Now unless you have a specific 
clause in your contract with the 
royalty holders, you are going to 
have to. pay a net proceed tax on 
all the royalty owners’ shares of the 
net proceeds; a mighty dark out- 
look for the oil business ‘when you 
consider that in some cases your 
ownership of the proceeds is limit- 
ed to 43 8-4 per cent and 


2 BE 


WILLIAM B, FINLAY, C. P, A. 

Mr, Finlay is one of the fore- 
most authorities on Montana tax 
problems as effecting the oil in- 
dustry... His paper was one of 
the outstanding educational fea- 
tures of the program, 


From an accounting standpoint, TI 
am seriously concerned and alarmed 
at the outlook. 

Accounting Difficalt, 

“Tt not only means paying out 
real money for others, but it means 
a lot of bookkeeping in case there 
are adjustments with the royalty 
owners or provisions in future con- 
tracts with respect to the payment 
and reimbursement of these taxes, 
Surely, all future contracts must 
contain terms for division of this 
tax responsibility, I cannot see why 
you should pay a county tax for all 
these royalty holders any more than 
you would pay my county tax or 
all the county taxes of your neigh- 
bors in your block. 

“Taking the proportions and fig- 
ures we had awhile ago and assum- 
ing that out of the $170,000 you baid 
$50,000 royalties, then you would be 
paying, at the 50 mill rate, $2,500 
of somebody else’s taxes, T means 
that on every oil settlement account, 


the oil producer must have a state-) 


ment of all the amounts paid to roy- 
alty owners, It entails. extra work 
for the refiner or 
for you. 

Montana Taxing Oil Industry 

Heavily 

“T find, third, that the state of” 
Montana is collecting a 2 per cebt 
production tax and the Montana cor- 
poration license tax, which Hatter: 


tax applies to incorporated compan- | 


jes only. Now, on state lands, Mor- 
tana gets a 12 1-2 per cent royalty 
its 2 per cent production tax, its 
2 cents a gallon. distributors’ tax, 
and its 1 per cént license tax on 


lower, Corporations, while the county gets | 


other purchaser 
and more work and more accounting 


itS tax on the net proceeds; a for- 
midable array of revenues, In do- 
ing so, there is no depletion allowed 
in the case of the net proceeds or 
the heense taxes, 


‘Tt is my opinion, however, that 
depletion is a proper deduction for 
the purposes of the Montana cor- 
poration license tax and this is one 
of the questions that I believe. must 
eventually be tested out in the 
courts or the law amended so as to 
make depletion a specific allowance, 
It may be argued that in the pro- 
duction of oil and gas we are tak- 
ing of the resources of the common- 
wealth of Montana, resources which 
cannot be replaced or renewed and 
that it is right that these. re- 
sources be taxed and taxed heavily. 


“No one will deny the importance 
of these mineral deposits in. the 
economy of the state, but there 
have been. sacrifices already made 
to reduce these to private owner- 
ship, some of them more than com- 
mensurating for the property ac- 
quired, The products are largely 
consumed within the ‘state and its 
citizens thereby secure the benefits 
of these deposits to that extent a 
somewhat satisfactory condition 
which we would be loth to give up 
for those barren former undeveloped 
aréas we thought were cursed for 
some cause unknown. . 


Phases of Federal Taxation, 

“Discussion of these taxes in re- 
lation to oil producers’ accounts 
would not be complete unless we re- 
ferred to the federal taxes and re- 
turns required by law. ‘These are 
chiefly the income tax, the capital 
stock tax and the information re- 
turns, For the income tax you may 
report on the basis of any fiscal 
year ending on the last day of any 
month, such as, for instance Novem- 
ber 30. Barring a few minor dis- 
allowances such as gifts or dona- 
tions; in income returns, the prin- 
cipal disallowance is that of in- 
come taxes paid for previous years, 
Otherwise, your net income is gen- 
erally the taxable net income after 
you have taken depletion and depre- 
ciation On such capital sum as you 
are allowed by the revenue act, 

“The tax is then 1-8 of your in- 
come when it is in excess of $25,250 
a year, and one-eighth of the ex- 
cess above $2,000 when. it is’ less 
than $25,000, on the corporate basis 
and at the varying rates of the in- 
dividual classification, Dividends 
from domestic incorporated, com- 
panies are not taxed to the individ- 
ual at normal rates, but are taxed 
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if Montana’s oil industry is go- 
ing to grow and prosper, the law- 
makers and the people in general 
must be better informed about the 
problems of the industry and 
must know about the unfair taxes 
now imposed upon its Wwarious 
branches, 


Here is a paper prepared by an 
accountant of high professional 
standing, who has no prejudice 


in the matter, He points out the 
trouble with Montana taxation 
methods as applied to the indus- 
try. 

Mr, Finlay discusses income 
tax, also a common sore to those 
engaged in the oil business. This 
article merits the perusal of ev- 
ery person interested in oil and 


the welfare of the State of Mon- 
tana, 


alone with other income above $10,- 
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000 at ‘the sur-tax Yates, which 
may and seldom do, amount to 40 
per cent of the net income in excess 
of the exemption, 


“Inasmuch as I am going to de- 
seribe discovery revaluations pres- 
ently, I will not advert to that now 
except to say that in computing your 
income tax you are subject to a cer- 
tain proportion of an allowance for 
depletion based on discovery revalu- 
ations. This, however, is of some 
little disadvantage for capital stock 
tax purposes, for, if you establish 
a discovery revaluation, you can- 
not escape the capital stock tax of 
$1 per full $1,000 of fair value in 
excess of $5,000 assessed to all cor- 
porations, syndicates or associations 
doing business through a board of 
directors or trustees, Under this 
category many common law trusts 
or syndicates must pay the capital 
stock tax as well as the income tax, 
We must remember that congress is 
now about to engage in its regular 
and customary amusement of pass- 
ing an income tax law—another sim- 
plified one, perhaps, so we do not 
want to spend to much time discus- 
Sing the present simplified tax law. 


Must Report Gains, 
“Under the information returns 
you must report all determinable 
gains in excess of $1,000 paid during 
each calendar year to individuals as 
as salary, interest, rent, royalties, 
etc. Payments for property or sim- 
ilar capital transactions resulting in 
ho income are not required to be re- 
ported, This is an important mat- 
ter and the returns are usually re- 
quired to be sent on to the commis- 

sioner at Washington, D. C, 


“In addition to. this. information 
return, you are, also, required gen- 
erally to report on another form 
all dividends’ in excess of $500 paid 
during the year. These are calendar 
year returns and should not be based 
on your fiscal year accounting, 


“The government gives the oil 
producer, along with the mine op- 
erator, three particular options to 
establish a consistent accounting as 
a basis for income tax. Once you 
have established a basis you cannot 
change without permission secured 
from the commissioner of internal 
revenue, I allude to the ‘capital vs. 
expense’ basis of distributing outlay, 
to the ‘accrual vs, the cash’ basis of 
reporting receipts and expenditures 
and to the ‘cost’ or ‘cost or market, 
which ever is lower’ basis allowed 
for valuing inventories, 


Important Problems, ' 

“And now we haye a sort of spec- 
ulative abstract proposition, which 
we will term valuation, depletion, 
depreciation, and realization. The 
object of all business activities is 
profits, The realization of a service 
charge is rent for the use of the cap- 
ital you employ. After you have pro- 
vided for the integrity of your eap- 
ital investment together with any 
accumulations of profits which you 
have added to insure adequate work- 
ing capital, you will have a realized 
unemcumbered operating surplus 
subject to dividends. i 


“You might have other classes of 
surplus such as a paid-in surplus or 
an appropriation, contingent reserve 
and an appreciated surplus, but none 
of these would ordinarily be subject 
to the payment of dividends except 
to such extent as they are realized 
or the assets of the business have 
assumed such character as would al- 
low them to be taken as dividends 


ees, 
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ital stock investment. © 9 |) 9°) 


Organization Valuation — ney 

“First of the valuations are those 
acquired at organization, Under our 
Montana state laws, authorized cap- 
ital stock may be issued only at par 
for, cash paid, property acquired or — 3 
services performed in consideration 
therefor, . With the exception of 
mining operations, other erie: a qi te 
are required to be paid in at r ish 
sonable values, but for mining prop- — 
erties (and oil wells have been de- 
creed by the courts to be in such — 
category) any arbitrary valuation 
may be set by the board of directors 
in purchasing mines or mining prop- — 
erty from the vendors and capital 
stock issued therefor shall be fully 
paid stock, ie SU 

“There has been some criticism re- 
cently of organization expenses paid 
from the sale of capital stock and ~ 
I believe one of our highly esteem-~ 
ed jurists has delivered an opinion 
extrajudicially from the bench to the  —— 
effect that moneys paid in for cap- 
ital stock constitute a trust fund — 
and are not subject to the ¥yment 4 
of expenses to influence other in- ~~ 
vestors and to secure other addition- 
al sums, i 


Entitled te Returns. ; 
“Theoretically, this is a commend- 
able position, but from the oil pro- “hy 
ducer’s standpoint and as it affects 
the oil producer’s accounts, ‘ara 
more inclined to sympathize with the _ 
practical difficulties facing the oil 
producer than I am to indulge in any 
mere aesthetic, The investor going 
into these oil propositions is usually 
one of the finest type of sportsmen 
that I have ever met and) IT know’ 
how he is personally regarded by 
the oil men and how the majority of 
the producers who Took to this cap- 
ital for their operations try to pro- 9 
tect this sportsman’ investor and 
give him the largest possible returns |” 
for his risks, SOA ie 
_‘If we were to apply. the proposi- 
tion along the lines suggested by 
this eminent jurist, we would pre- 
vent the collection of a combined 
capital, However, there are ways © 
to overcome, technically, these ob= — 
jections. Our state laws are de- — 
Signed to further and promote the ~~ 
mining industry and give to.the di- 
rectors the power. to issue capital 
stock for any arbitrary value of | 
mines, as previously stated, One  ~ 
technical way to accumulate this 
capital and pay the expenses of or-» 
ganization therefrom, is to execute’ ~ 
contracts between the vénders and 
the board of directors whereby the 
entire authorized capital with the 
exception of the  incorporators’ — 
shares may be issued to the vendor 
and his nominees in exchange for 
their property, ae Or eng 
“The vendor. may then place so © 
much of the capital as is to be sold 
to Secure working capital in the ~ 
hands of a trustee to be sold and the _ 
net proceeds of the sales shall be § © 
turned in to the corporation as a 
paid in surplus. Thus, you will have i 
eliminated all organization costs 
outside of the corporation’s books, 
Syndicates might handle the matter 
in a similar way, I can see no possi- 
ble objection to this manner. of - 
handling the situation provided, of 
course, that no misrepresentations 
are sent through the mails nor sales | 
made upon the basis of provable 
misstatements, Pre VM ee Satie AM Via\e ts 
Valuation of Shares © wi 
“The valuation of leases thus Set 
(Continued on Next Page) 
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- Association. meeting in Great Falls, 
Mr, R. P, Brewer, chairman of the 
board of the First National Bank of 
Tulsa, Oklahoma, one of the great- 
est financial institutions of the Mid- 
poe Continent, wrote his regrets to Sec- 
retary Brittan and the association, 
saying: 

My Dear Mr, Brittan: 

—- -You don’t know how very much 
I regret the mix up we are having 
attending the Rocky Mountain Oil 
and Gas Association meeting in your 
city at this time, 

When I received your first ‘let- 
ter of invitation I was just leaving 
for a trip to Old Mexico, and felt 
that I could get back home in time 
to attend this meeting myself; I 
f arrived home the latter part of No- 
. vember, and matters arose here 
- which absolutely precluded my fill- 
Ging the engagement, but one of our 
-Wice Presidents, Mr. L, B. Jackson, 
if and by the way one ‘of the good 
“speakers of this section of the coun- 
try and a lawyer and an oil man,— 
agreed to take my place, leaving 
“here the 28th of November; he had a 
case set in Washington for the 2nd, 
and felt sure: it would be handled 
“promptly, and that he could leave 
_ that night, arriving: in Great Falls 


Only yesterday we have word 
-from him that he is delayed and 
cannot possibly attend this meeting, 
This is the plain truth about the 
- whole matter, and I offer my sincere 
apology. 

_ YI sincerely hope you -will give 
me ample time the next time you 
_ Meet, and I will give you my faith- 
ful promise that I shall be only too 
“glad to be on your program the 
next time—if you Should so desire, 
i i al particularly wanted to meet the 
_. Men composing your organization 
-out in the Northwest, because I feel 
that oil men should fraternize more 

in the future than they have in the 
past, and that it so doing we can 
' to a large extent eliminate some of 
the unfavorable comments that peo- 
ple who are unacquainted with the 
oil business make about us, I have 
always taken the position that the 
- “Doctor Cooks” have advertised the 
oil game to the. general public; while 
hatiose who are in the oil business 
and are honest and good men, have 
been too busy making money and 
“taking care of their profits to en- 
lighten the general public much as 

their business, 
have a firm conviction that if 
_ the oil busines was advertised and 
talked about, instead of letting the 
yromoters advertise the “oil game”, 
he general public would realize 
ave a great basic’ indus- 
at needs not only the ac- 
will but the financial 
> the general public. It 


takes a nation to 
tural interests; and 
thoroughly under- 
tee pulie the oil 
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upon the books may suggest to you 
the possibility of controversy with 


the bureau of internal revenue in| on every dollar's worth of oil pro- 


computing the income and capital 
Of course it goes with- 


out saying we cannot blow both 


hot and cold at. the same time and 


center, .at.a fair 


that there are advantages and dis- 
advantges in large valuations set up 
in this mnner. I am quite positive 
that the vendor receiving stock in 
the average corporation would not 
be required to return it at any such 


valuation for income tax purposes, 


granted he had acquired the proper- 
ty for a nominal sum and received 
a@ million dollars for it in the stock 
Of a new corporation, 


“There would be no taxable net in- 
come to him from this transaction 
unless the stock received in ex- 
change therefor had a readily reali- 
zable market value, On the other 


hand the corporation would be jus- 


tified in proposing to the revenue 
department depletion on the. full 
value of the stock paid therefor, un- 
less the question of discovery reval- 
uations enters as an element, 


“In enumerating the deductions 


which are allowed to corporations 


under section 234, of the revenue act 
of 1924, you will not find discovery 
revaluation mentioned as a basis for 
depletion, but the allowance is to be 
made under rules and. regulations 
prescribed by the commissioner of 
internal revenue, However, back in 
the fore part of the law under sec- 
tion 204, discovery revaluation is 
provided for as a basis for depletion, 


“A discovery revaluation insures to 
the benefit of any owner, lessor, 
joint operator or lessee who acquires 
title to unproved leases prior to the 
sinking of discovery wells upon sur- 
rounding areas closer than 1,320 feet 
of his drilling site. If you discover 
or participate in the discovery of oil 
or gas in commercial quantities re- 
sulting in an enhanced value. dis- 
proportionate to what you originally 
paid for your equity, you and your 
lessors at interest, or vice versa, 
may each value your equity ‘in a 
square area of 160 acres regardless 
of private boundaries with the 
mouth of the discovery well as ‘the 


greater than its value in fee simple, 
assuming a sale wherein there were 
a willing purchaser and a willing 
seller, 


“Your land and the well may be so 
located as to give you but a fraction- 
al portion of a, square 160 acres but 
it is desirable that you revalue such 
portion for the extra depletion 
which the law permits you to have 
as balm for the hazards to which 
you as an industry are subject, 


Tax Accounting, 


“T do not think we can help but 
feel impressed with the fact that 
the oil producers’ accounting is pret- 
ty much of a question of ‘tax’ ac- 
counting. If we were not faced 


with so many tax regulations’ pat 


& i MS: 


market value not 


‘| erators, 


‘ember. 


‘see many years of careful, 


th to inquire 4nto. and aa 


the conduct | of. individuals in their 


[business matters ‘and aftairs, we are 
forced to do all this accounting for. 
| tax. purposes and we cannot Baker 
ourselves, : 


i 


Four Cents Tax Per Galton: 


"J have made some very careful 


estimates with the assistance of op- 
refiners and _ distributors 
and have found that the various 
taxes that are paid directly and in- 
directly to the federal, state and 
county ‘governments ‘from oil pro- 
duction, amount to at least 24 cents 


duced or 40 cents a barrel at the 
present time, or, in terms of gaso- 
line, including the distributors’ tax 
of 2 cents a gallon, 4 cents a gallon 
of gasoline bought by the consumer; 


16 per cent or one-sixth of the fill-. 


ing station sales price, 
“This enormous tax burden re- 


minds me of a trip I made follow- 


ing the snowstorm we had last Sept- 
The roads were dangerous- 
ly slippery and I was driving along 
cautiously when I. came across a 
couple of the fraternity parked in 
a big mudhole alongside the road. 
I could see where they had begun 
slipping from the crown of the road 
some 200 feet or more where, they 
slid off and where they had made 
one supreme effort to jump the ditch 
and get out on the open prarie, I 
stopped to inquire if I might help 
them, but was told that we might 
both get in and that they would wait 
for a truck or caterpillar to come 
along and pull them out. 


"T can) see in’ this incident the 
straight, high crowned road lead- 
ing on to business success and prof- 
its with the oil producer driving on 
to his goal; I can see the road get- 


‘ting slippery from the clouds of tax 
laws and regulations; I can see the 


operator slhipping—ever § slipping— 
and, finally, I can see him in the 
ditch of business ruin. I can. tell 


you now that it is going to take the. 


big old fashioned truck of common 
sense to get him out and on the 
road again and it’s going to have 


to be clearer tax weather again, if. if 


he is going to travel far on the road 
of business profits, 


Reforms Needed, 


“Less taxes, less annoyance, 
investigation, or the government is 
going to wake up some fine .morn- 
ing and find nothing left to tax, \T 
have no all. powerful panacea to 
offer as a cure-all for these various 
tax maladies that afflict the oil pro- 
ducer nor any that will gmplity the 
oil producer’s accounts, *I can only 
honest 
study ahead both by well disposed 
government officials and the produc- 
ors themselves. There exists~ no 


better medium for the exchange of. 
ideas and the promotion of reforms: | 
Lae ig 2 


than this association which 
us here today. 


“Perhaps some tax and accounting 
committee of this association will 


take up these various menacing tax © ; 


matters that we face today and by 
the presentation of facts and figures 
induce our legislators and adminis- 
trative officers to recede from some 
of these unreasonable burdens which 
have been forced upon the industry. 
Besides this, it is well that this asso- 
ciation | keep the. public .constantly 
informed of the great share of taxes. 
that you as an industry are paying 
toward the upkeep and welfare of 
the commonwealth.” 
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GREAT NORTHERN RAILROAD WILL USE AL 
FIFE OIL KEVIN -SUNBURST OIL FIELD GAN. 
PRODUCE, WITHIN REASCN - —. FFLYNW 


By E. F. FLYNN, 

“The Great Northern Railway is 
a large consumer of Montana oil, 
oil burners now being operated on 
Yassenger trains from Wolf Point 
to Seattle and on freight trains from 
Wolf Point over thé mountains, It 
was after the northern Montana oil 
field had been developed into some- 
thing near the present proportions 
that the Great Northern installed 
oil burning locomotives, a fuel prob- 
jem thus being solved for the com- 
pany, and as evidence that the Great 
Northern intends to continue, the 
use of oil .for fuel purposes, may 
be considered the installation last 
August of four of the largest oil 
burning locomotives in the world 
on the Kalispell division. 

“There are at present 309° oil 
burning locomotives in use by the 
Great Northern, of which 105 oper- 
ate in Montana, 


Need More Fuel Oil. 


“The Great Northern is endeavor- 
ing to foster and develop the in- 
dustry in the state of Montana as 
much as possible, and uses all the 
fuel oil produced in the state, and 
would take more if it were avail- 
able, Due, however, to the uncer- 
tainty of supply and the price of 
oil for use in our engines, che Great 
Northern has now equipped its pow- 
er for burning as fuel, both coal] 
and oil alternately, the change from 
one to the other under this ar- 
rangement being very easily and 
readily made. The oil industry 
should eventually become one of the 
largest in the state of Montana. 

First Development in 1900, 

“Although there was some drill- 
ing in Montana as long ago as 1900. 
the first commercial success was_in 
the discovery in 1904 of natural 
Zas on the Glendive or Cedar Creek 
anticline in Dawson County in the 
eastern part of the state, and the 
piping of the gas to Glendive, Com- 


mercial quantities of gas were se-- 


cured later in other localities, but 
production was on a small scale, 

“Petroleum in commercial quanti- 
ty was first discovered in 1915, at 
Elk Basin on the line between the 
state of Wyoming and Carbon Coun- 
ty, Monta@ea. The field is a good 
producer, but is generally considered 
part of the Wyoming field. The oil 
is derived from the Frontier group 
of sands and the upper Cretaceous 
series, 


Cat Creek Discovery, 

“Following the discovery of oil in 
Devils Basin in northern Mussel- 
shell County, in 1919, the Cat Creek 
field was opened up in 1920 and 1921 
in Fergus County in the central part 
of the state, In 1921 the Soap Creek 
pool was. discovered in Big Horn 
County: At the close of 1920 the 
total production of the state was 
about 6000 barrels a day. The pro- 
duction in 1922 was 2 449,000 barrels 
for the year, 

“So far as known, the prospective 
and producing sands of Montana are 
similar to these of Wyoming and 
Alberta, so that a bright future may 


E, F, FLYNN 

Mr, Flynn is vice president 
and general counsel of the Great 
Northern Railway Company, in 
charge of Public Relations, His 
assurances as to the attitude of 
his company toward Kevin-Sun- 
burst oil development with re- 
gard to the consumption of fuel 
oil was one of the high points 
of the convention. 


be expected for Montana as an oil 


producing state, 
Kevin-Sunburst, 
“One of the most interesting fields 
in North America was, discovered 
early in, 1922, near the. towns ‘of 
Sunburst and Kevin, Toole County, 
Montana, This field, produces oil 
from the Jurassic beds, which here 
tofore have been of but little im- 
portance as oil producers, and prom- 
ises to be the largest single oil 
nool. in area extent opened on this 
continent, Attention was called to 
this field early in 1922, but the de- 
velopments of the summer and fall 


showed its possibilities, 
Shipments of Oil. 
From the time the Kevtn-Sun- 


burst field opened in 1922 to the 
latter part of July, 1925, shipments 
of oil out .of Kevin and Sunburst 
on the Great Northern reached the 
6,000 carload mark, The 6,000 car- 
loads did not include anything but 
refined products and fuel oil. Crude 
oil was not included and these fig- 
ures did not give the amount of oil 
run through pipe lines from the 
field. Shipments during July aver- 
aged 140 to 175 carloads a week, 

Carload shipments of crude oil and 
petroleum products. out of Sunburst 


ee 


a 


and Kevin on the Great Noseheeal 
from June 1 to’ August 25th ex-— 
ceéded shipments of the previous 
three months by virtually 100 per 
eent and totaled. three times the - 
amount shipped out in June, Julw 
and August of 1924, Outbound ship- ~ 
ments of crude oil and petroleunt — 
products from June 1 to August 26th, 
1925. totaled 1,770 carloads com- 
nared with 700 carloads during the 
three months previous to June first, — 


Discovery Well. ain 
The first well in the: Sunburst vs 


tield was drilled in sec. 16, T, 35 N. RB 
2 W, by the Gordon Campbell- -Kevin | 


Syndicate No. 1, Mar, 14, 1922. Qi — 
vas found at 1770 ft, in the basal 
Allis formation of Jurassic age, The 


well was reported as good for 100 
to 1000 bbl, but developments prove 
it good for 5 to 10 bbl, of 30 deg, 
gravity oil, 
Sunburst Well. 
The second well, in sec, 84, T. 
36 N. R 2 W, was completed June 


= 


5, 1922, by the Sunburst Oil and 
Gas Co. This well produced 100 © 
Obl, of 86 deg, oil, at a depth of 


1545 ft,, in the basal Kootenai for- 
mation. of Cretaceous age, and aug- 
mented the boom of the field, The 
active entrance of the Ohio Oil Co, 
into the field, June, 1922, started a 
vigorous development campaign. Onehy) 
of the important wells is the Cali- 
fornia-Morton well in sec, 13, T. 34, — 
R2W; completed in the Ellis sand at 
a depth of 1373 ft.. which extended © 
the field) 9 mi, south of the Sun- 
burst discovery well, Completion of 
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because the. politicians could be 
against us and could not be check- 
ed up by their constituents. On the 
other hand, the promoters had prob- 
ably sold their constituents some — 
worthless stock, and they had lost 
in the venture as active supporters 
of thoSe who were fighting our 
legitimate industries, 

It has been my experience as a 
banker that loans made to legiti- ~ 
mate oil cempanies have always 
proven the most liquid loans > any 
bank could give; and I think all 
bankers would have the same ex- 
perience if they limited their loans, 
and their customers limit. their in-~ 
vestments to the legitimate oil con- — 
cerns, The banding together of as-— 
sociations for the good of the indus- 
try, cannot help but further the in- 
dustry; and I want to say to you 
that you haye my warm personal  ~ 
support, and my best wishes for the ; 
success of your association. 

With kindest personal pi tend ae 
am, 


Yours very truly, ~ ue 
Pe piorehenee © 
Mr. Walter FP, Brittan, i 
Secretary, Rocky Mountain Oil 
and Gas Association, ih ata 
'Great Falls, Montana, aan 


sene oil, which was bien practically 


| the only commodity which gave the 


,| crude commercial value, 


acific Coast and 
ington, Oregon, | . Montana, 
North Dakota, and Minnesota, as 
well as_ northwest Canada, 
The outstanding facts of this fiela 
cae 


PY eiacoversd March 14, 1922, by 
the Gordon well, 


2. Main boom caused by discov- 
ery of oil on Sunburst dome, June 5, 
1922; this well induced the large 
ail companies to enter the field. 


— & Oil is found in the Kootenai 
-heds of basal Cretaceous age and in 
ee basal Ellis beds of Jurassic age 


Depth to the Kootenai. beds 
vanke from 1250 to 1550 ft,: Reais 
*o the. Buis range from 4350 - 
~800 ft. } 


5. eeaiiction ranges in the Koat- 
snail from 20. to 100 bbl. per dav 
- »yroduction in the Ellis ranges from 

%0: to 450 bbl, per day, 9 =. 

6. Oil is 29 deg. to 34 deg. Be; in 
“Bis horizon, ’35 deg. to 38 deg. in 
Kootenai. horizon, 


fe 7. Possible oil- beating area, 212 
a square miles, 

8. Range on structure Sia outa 
2250 to 1650 feet; 600 ft, height. 


1. 
? 9. One- township | already: largely 
- proved oil bearing, 


10, Twenty-nine producing wells 

have a total production of 2200 bbl. 
y per day at average of 75) bbl.; 30 
_ wells are being drilled. “A heavy 
drilling campaign is planned for 
pi a 1923, cre, 

Be 11.. Pipe- line facilities Sirendy 
; furnished by Illinois Pipe-Line Co, 


_ «42, «Market vast; does not com- 
Bey. pete with other fields. 


13. Economic conditions favor op- 
erations, because of railroad facili- 
ties near field, fair roads, gas and 

gil fuel available, generally open 
winters, water available from reser- 
voirs and by lines to neighboring 
sources, eost of wells fairly low. 


414, Large companies operating in 
ok field insure intense development 
program, — ah 

Is Series of Pools, 


The foregoing summary shows 
_ conditions as they existed in Feb- 
 ruary, 1923, with the conclusion that 
developments in the Sunburst dome 
justified the assumption that it was 
- not one big pool, but consisted of 


gn 
ee 


several areas closely connected and 


bc 


highly productive in part, such a 
ndition calling for very careful 
study and for development cam- 
paigns safeguarded by all available 
te ical information, a field of 

great potentiality having been de- 
--veloped, oil to the value of several 
eae pe on® of dollars should 


rrence of oil in this great 
special significance for 
prae ¢ in eee the 


the magnitud: ie 
i e a ry 


B hye is: hard 
to believe that such a short. time 
ago gasoline was an unwelcome by- 
product, the disposal of which was 
the bane of the refiners’ existence, 


Within two decades we have seen 
kerosene almost universally re- 
placed as an-illuminant by electri- 
city, and in the same period the 
development of the automotive en- 
gine has made gasoline the most 
prized of all the derivatives of 
petroleum. Thus the typical mod- 
ern American mode of transporta- 


pees has made possible a great Amer- 


| 827,790,000 acres. 


Pe aera a a a a reo ae er ns Sa 


jican industry. 

The producing and proved area in 
the United States now totals 3,244,- 
581 acres, from which the present 
(July, 1925) daily recovery is 2,- 
153,000 barrels, The area in which 
oil may yet be found totals slight- 
ly over one billion one hundred mil- 
lion (1,100,000,000) acres, while the 
geologically unfavorable area totals 
The total assets 
of the petroleum industry in 1913 
were $1,136,718,000, in 1923 they were 
upwards of $9,000,000,000, Produc- 
tion of erude oil in the United States 
in 1913 was 248,446,000 barrels; in 
1923 it was 735,000,000, In 1913 there 
were 40,000 miles of pipe line; in 
1923 there were 75,000. Gasoline 
refined in the United States in 1913 
was 1,500,000,000; in 1923 it was 
7,555,000,000, 


The development of a modern oil 
field is in no country a poor man’s 
job, but an idea of what it means 
elsewhere may be gathered from 
the industry's experience that before 
an adequate return on investments 
in most of the foreign oil fields 
has been realized, the minimum ex- 
penditure has frequently been $25,- 
000,000, and in certain of them 
double that amount, 


Mr, Flynn then discussed the de- 
velopment of the cracking process 
as applied to motor fuel availibility 
and quoted from the recent report of 
the Committee of Eleven which 
made a survey of the oil resources 
of the nation, Continuing, he said: 


The petroleum industry lives, so 
to speak, amid ever- -changing scenes. 
Considering past experience, it 
not impossible that in the ‘future, 
through inventive genius in chemis- 
try and- mechanics, more efficient 
motors and generators may be de- 
veloped that will utilize sources of 
energy other than gasoline. Such a 
discovery might cause gasoline to 
be eclipsed as a major produet, just 
as kerosine was relegated by gf has 
tricity to a minor position, 


It may be claimed for the Ameri- 
can petroleum industry that it has 
displayed conspicuous foresight, ini- 
tiative and resource in the past, and 
in the fact of an enormously increas- 
ing demand has made petroleum 
products more easily available and 
at a cheaper price than in any 
country in thé world, The wide- 
spread consumption of the products 
has been due to their low cost. 


aay rs 


is. 


The 
price has produced alike the demand 


roduct. 
this factor will continue to, 
beens, both oe arket and the re- 
quirements of ‘the future, for We 
resources will ultimately ‘be drawn 
upon and utilized under flies incen-. 
tive of price. ti J 


The success of any ‘industry de- Ba 
pends upon progress and expansion-- 
progress in the art of producing and 
manufacturing, and expansion in 
finding and making markets, and 
this is especially true of the oil in- 
dustry, for without the scientific 
progress that has been made in 
recent years in discovering new oil 


deposits and in increasing the ‘yield > 


of all important gasoline from a 
barrel of crude oil, the oil industry 
would have fallen far short of the 
demands that have been madeé upon | 
it. 

The oil business has three peculi- 
arities, First the margins are 
narrow; the cost of crude material 
represents about 80 per cent of the 
gross values after refining, Second 
the oil industry is the victim of 
radical price fluctuations, and these 
changes are so characteristic of the . 
business that it may be a long time 
before that condition is overcome. 
Third there is a rapid turnover. And Hees 
all of these make it important in the 
oil business to even up the curve of 
profit. and loss. 


Most of the refineries have a dif-— 
ferent way of arriving at their rela~ 
tive costs of refined products. With 
a fluctuating crude price and about. 
60 different products fluctuating in 
price unevenly, relative costs over 
a series of products according to ~— 
some formula, Probably the com- ~— 
monest rule is to accept fuel oil as 
having an arbitrary value of say 60 
or 70 per cent of the posted price of 
crude, The cost of making other 
products is then figured relatively, 
The nature of crude and the relative 
volume of refined products per bar-— 
rel of crude have much to do with 
cost figures. 


In Conclusion Mr, Flynn said: 


“The Great Northern Railway has 
purchased very heavily of Montana ~ 
oil and its products, for use on its 
lines, and our taking the fuel oil and 
paying the market price enables the 
producers to refine more oil than 
they could do if they were Ligibi h.” 
to sell the fuel oil, 


“The Great Northern has felt that 
the oil development of Montana was 
a benefit to the state and thereby 
benefited every resident of the state, 
and with this in view, the railroad 
has in every case promoted in a 
legitimate way the development of 
the industry in Montana, 


RASMUSSON’S TALK ON 
INCOME TAX IS HIGHLY . 
COMMENDED BY BROOKS 


“One of the finest talks I have — 
ever heard on national taxation,” — 
said Hx-Governor B, B, Brooks OR 
Wyoming following the address by. 
C, A. Rasmusson, Collector of In- 
ternal Revenue, of Montana, . Mr. | 
Rasmusson discussed the new in- 
come tax law and devoted consider~ 
able time to the discovery- -deple- 
tion clause which matter has been 
disposed of by the Ways and Means 


‘Committee of Congress in a manner 


satisfactory at. 


to the oil industry 
large, : 


BROOD 


AND DECLARES PEOPLE OF MONTANA DO 
NOT APPRECIATE WORTH OF OIL INDUSTRY. 


‘A message of commendation and 
assurance of cooperation was given 
the Montana association by Honor- 
able B. B. Brooks, former govern- 
or of Wyoming, and president of the 
Rocky Mountain Mountain Oil & Gas 
association, at the Saturday after- 
noon session. 


MM. «6Brooks expressed great ad- 
miration for the Montana ehapter 
and pointed out that the people of 
Montana little realize the import ef 
the development of Kevin-Sunburst 
field, 

“In Casper we are able to compete 
with the rest of the world “n oil 
prices because of our low fuel cost, 
he stated, 

“You should be able to do the same 
thing here for already you have a 
proven area in the Kevin-Sunburst 
field four times as great as the acre- 
age of our Salt Creek field in Wyom- 
ing,” 

Worthy of Support, 

“You have uncovered perhaps the 
greatest undevloped oil acreage in 
this land,’ Mr. Brooks declared. gl Bi 
the business men of your cities could 
only realize what this will mean to 
Montana they would back you every 
minute. 

“T5 the oil men I say, have faith in 
this industry for your children will 
still find‘oil contributing to the com- 
fort and happiness of this state.” 


Mr. Brooks pointed out that high 
fuel costs and lack of adequate wat- 
er supply were usually responsibie 
for excessive cost of refined petro- 
leum products, 

He declared that establishment of 
a refinery here will provide a real 
market for the natural gas being 
found north and west of Great Falls 
and that the gas could be piped 
here at such a low cost that com- 
petition with eastern refineries on 
the open market would. be possible. 
Water is found here in abundance, 
he pointed out, 


‘“T was scheduled to speak here on 
‘How the Oil Industry Affected Our 
Neighbors in Wyomine,’” Mr. 
Brooks said as a preliminary to his 
real talk. “I. do not want to talk 
on. this subject any more than to 
give you a few examples which may 
be of benefit to you.in Montana, 


Must Create Market. 


‘In Wyoming we found we had to 
create a market for our crude oil, 
You will have to do the same in 
Montana, The real solution appears 
to be the establishment of a refinery 
so that the petroleum product needs 
of your neighbors to the north, west 
and east may-be cared for.” 


The taxation question is extremely 
vital to’ the oi] industry, Mr, Brooks 
pointed out. He praised those who 
have succeeded in retaining the orig- 
inal discovery clause in the new rev- 
enue bill which is to. come before 
congress Monday, 


“Practcally all of the dome struc- 
tures in the country have been -test- 


cS COMMENDS LOCHL ASSOGMTION 


éd,” he pointed out. “No doubt there 
is still much undiscovered oil but it 
will be up to the wildeatter to find 
it. He must have some means of 
being rewarded if he does find oil. 
“A strong organization also is nec- 
essary to insure success of the oil 
industry and I must congratulate 


bie ra. 
Raney 


‘ ; m 
Montana on the rapid strides al- 
ready made, Your organization 
must recognize the producers, trans- 
porters, refiners and marketers. — 
There must be no jealousy among 

them or among the Rocky mountain 
states, all of which, are now pro- 

ducing oil.” 


KEVIN-SUNBURST FIELD WILL = 
PRODUCE 150 MILLION BARRELS 
OF OIL, AVERS DORSEY HAGER — 


+ fat 


“There is no reason why within the next few years, we should ce) 
not develop a production of certainly 25,000 barrels, perhaps 59,000 


barrels per day and maintain our production for years to come,” . ie 
Dorsey Hager told the Oil & Gas Association at the Saturday session. 


“The Sunburst field alone has locations for 8,000 wells which 
should produce close to 150,000,000 barrels of oi] in the future; 


a fine field and im time a very profitable one. 


I hope deeper sands 


will be found there but at present such a hope is not any too promis- 
ing. . 


99 


WALTER F. BRITTAN 

Mr, Brittan has built up the 
membership of this association 
from the nucleus of four, nine 
months ago, to its present stand- 
ing and hopes to add from 2,000 
to 3,006 members during the 
year 1926, 


‘Mr, Hager discussed the petroleum — 
development of Northwestern states, 
dealing with the Dakotas, Wyoming, ~ 
Montana, Oregon and Washington. 
In dealing with Montana he said: 

“Regarding the Sweetgrass Arch, — 
I do believe that wherever one can 
find a fold or conditions in the Colo- — 
rado shales that would justify drill- — 
ing, tests should be started, Tests > _ 


on top of the Arch can reach the 


Ellis Horizon in most cases at from ~ 
depths of 1500 to 2500 feet. Enough 
is known from the tests on the Arch 
to indicate that there is oil in the 
Ellis horizon, and it only remains . 
to find the right spot or spots and — 
production should be obtained, The — 
price of drilling on the Arch will not — 
be very high as wells of 2000 to 
2500 feet can be drilled there at a 
cost of not over $25,000.00 and per- 
haps less, and a smaller production 
would be more profitable there than 
off the Arch, I confidently look in — 
time, for several of prolific fields te 
be opened between Great Falis and 
Shelby, and perhaps extensions of 
the Sunburst field to the Southeast, 
where tests start in Colorado beds 
Gas Area Important, & : 
“Drilling for oil off the Arch has 
uncovered some gas possibilities and 
other gas areas may be found. How- ~~ 
ever, it sems to me that someone is 
overlooking a splendid gas prospect 
in the area North of Shelby to the 
Troy Sweetgrass well, The holes 
can be drilled for $7,000.00 or $8,-— 
000.00 and flows from 1,000,000 to ~ 
12,000,000 cu. ft, per day have been 


pa! 


found. The Kootenae sands are from ~ 
20 to 30 feet thick in these wells, 
Someday that gas area wll furnish 


Zz pe 


the: facts 1 now Warrant. to know ‘that 

we have commercial | oil of import 
Janee in Montana and that’ we are nes 
position to profit from it especially : i 
when we obtain a higher price for 
our oil which we anticipate, “AS oil : 

operators you are interested in find- — 
ing oil, and you go where it can 
be found, We all are devoted to ~ 
Montana, but our affections must. not © 
influence our judgments too strong- 
ly. We need new oil amis and must 
find them,” } 


Pat new ‘electrical device, senate 
on the principle of the electrical sys- 
tem used by the Swedish Geological 
Survey, which now outline orebodies 
by determining differences of poten- 
tial, may be applied to our work in 
Montana, but as yet this system has 
not been employed successfully in 
finding .oil, although I think the 


i irilling here will 
ass stance in determining 
Eotvos torsion bal- 

Gulf Coast and al-. 
Ca: iforn’ will, also be of little 
ce here, and the detonating 
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